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FEDERAL FINANCIAL INSTITUTIONS EXAMINATION COUNCIL
Adoption by federal bank regulatory agencies of accounting guidelines that would
require all federally supervised banks to maintain their internal accounts on
an accrual basis was recommended by the Council, according to a recent FFEIC press 
release. In addition, the Council adopted a reporting requirement that will 
require all banks supervised by the federal bank regulators to file their reports 
of income and condition on an accrual basis. Currently, the requirement applies 
only to banks with more than $25 million in assets. The new accrual reporting re­
quirement will be implemented in two stages after receipt of appropriate clear­
ances, as would the recommended accounting guidelines, if adopted. The Council 
emphasized that "accrual accounting" embodied the following concepts. 1) Only 
material items and accounts need to be handled on an accrual basis. 2) The 
frequency with which accruals must be made depends largely on the volatility of 
the account in question. 3) Reporting or accounting on an accrual basis does 
not necessarily have any effect on a bank’s tax situation. A banking institution 
may elect to continue reporting for tax purposes on a cash basis in accordance 
with the rules established by the respective taxing authorities.
OFFICE OF MANAGEMENT AND BUDGET
A segment of the draft Federal Acquisition Regulation (FAR) has been made available
for public comment by the Office of Federal Procurement Policy (see the 11/16/81 
Fed. Reg., pp. 56223-24). This component of FAR deals with application of labor 
laws to government acquisitions, dismantling, demolition or removal of improve­
ments and contract termination clauses. Comments are requested by 1/6/82. For 
additional information contact William Maraist at 202/395-3300.
SECURITIES AND EXCHANGE COMMISSION
The Commission will adhere to its announced statement of policy regarding enforce­
ment provisions governing the bribery prohibition contained in Section 30A of the 
Securities Exchange Act of 1934 (initially adopted 8/28/80), according to a recent 
SEC release (Rel. No. 34-18255)(see the 11/18/81 Fed. Reg., p. 56692). The state­
ment provides that, as a matter of prosecutorial discretion, the Commission will 
not take enforcement action against alleged violation of Sec. 30A (with respect 
to transactions) where the issuer has first acquired a letter from the Justice 
Department as part of its Foreign Corrupt Practices Act Review Procedure, stating 
that the Department will not take criminal action under Sec. 30A regarding the 
transaction. The Foreign Corrupt Practices Act of 1977 added Sec. 30A to the 
Securities Exchange Act and makes it unlawful for any issuer subject to the 
jurisdiction of the SEC to engage in bribery of foreign officials and certain 
others in obtaining business. That section charges the SEC with civil enforcement 
and the Justice Department with criminal enforcement. For additional information 
contact Frederick B. Wade at 202/272-2493.
"For lawyers and accountants, deregulation is not a license to abandon high stand­
ards of professional regulation. No professional should permit deregulation or 
reform to lead to complacency. Reform is not a license of professional expediency."
These remarks were contained in an address by John M. Fedders, Director, Division 
of Enforcement, Securities and Exchange Commission, before the 1981 SEC Accounting 
Conference of the New York State Society of Certified Public Accountants in New 
York City on 11/16/81. With an announced goal to assure the fairness and effi­
ciency of the SEC's enforcement program, Mr. Fedders announced a major review 
of policies and practices. Repeating a theme he proposed recently, he outlined 
three areas for renewed enforcement vigilance. These areas included "insider 
trading," manipulation of the securities market and fraud by reporting companies.
In the context of fraud by reporting companies, he reinforced the SEC's intention 
to devote significant enforcement efforts to the requirement that all material in-
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formation relating to a company be fairly and accurately reported. Mr. Fedders 
also indicated that this becomes increasingly important as the SEC continues its 
efforts to deregulate and streamline the disclosure process and to expand the 
scope of exempt offerings. Prior to his summation, he addressed the growing 
number of suits being filed against members of the Commission’s enforcement 
staff. Mr. Fedders stated that staff misconduct is rare and that some of the 
law suits are frivolous. The SEC, according to Fedders, is committed to vigor­
ously defending its staff members.
An integrated disclosure system for foreign issuers who wish to sell their securities
in the U.S. was recently proposed by the Commission. The proposed system, according 
to SEC staff, will consist of three new forms, designated F-l, F-2 and F-3, for regis­
trations under the 1933 Securities Act. Form F-l requires a fill prospectus and 
would be required of most companies bringing issues to the U.S. markets for the 
first time. Form F-2 permits the use of a short form prospectus and the company’s 
latest annua1 report. Foreign issuers already subject to the periodic reporting 
requirements of the 1934 Securities Exchange Act would be eligible to use Form 
F-2. Form F-3 is the shortest of the three forms and allows the use of a short 
prospectus that describes the transaction and incorporates by reference the issuer’s 
annual report to the Commission (Form 20-F) . Form 20-F is a foreign company's 
counterpath to Form 10—K filed by U.S. firms. It should be noted that a foreign 
issuer using Form F—3 must agree to provide segment reporting information which 
breaks down revenue by lines of business. The proposal also clarifies the SEC's 
policy of accepting financial statements prepared according to foreign accounting 
principals, if accompanied by quantifications of material differences in line items 
resulting from the use of foreign instead of U.S. accounting principals.
SPECIAL: HOUSE SUBCOMMITTEE CONTINUES FCPA OVERSIGHT HEARINGS
The SEC continues to support, with "certain limited amendments," S. 708, a bill to
amend the Foreign Corrupt Practices Act of 1977 (FCPA), according to testimony
by SEC Chairman John S.R. Shad, in Washington, D.C., on 11/19/81. Appearing 
before the House Subcommittee on Telecommunication, Consumer Protection and 
Finance, Committee on Energy and Commerce, Mr. Shad provided background informa­
tion for the second FCPA oversight hearing conducted by Subcommittee Chairman 
Timothy E. Wirth (D-CO) . S. 708 was introduced by Sen. John H. Chafee (R-RI) 
on 3/12/81. Chairman Shad reaffirmed earlier SEC support for S. 708, as expressed 
in testimony before joint Senate Subcommittee hearings on 6/16/81. Johathan Rose, 
Assistant Attorney General, Office of Legal Policy, also appeared before the Sub­
committee to describe, at the request of Chairman Wirth, the past and current en­
forcement efforts of the Department of Justice relating to bribery of foreign 
officials by american companies. Mr. Rose stated that the Department is currently 
conducting approximately 57 investigations of allegations of FCPA violations, some 
of which have continued for as long as three years. After discussing the com­
plexities and limitations surrounding such investigations, most notably the in­
ability to obtain the testimony of the corrupt foreign offical who has received 
the bribe, Mr. Rose stated: "The Administration strongly supports legislation 
along the lines of the Chafee-Rinaldo proposal, and urges this Subcommittee to 
take legislative action on this matter." The Rinaldo proposal referred to by 
Mr. Rose is H.R. 2530, a bill virtually identical to Sen. Chafee's bill, and intro­
duced by Rep. Matthew Rinaldo (R-NJ) on 3/17/81. Staff of the Subcommittee indi­
cated that at least two additional FCPA oversight hearings will be conducted.
One probably in December, with representatives of the U.S. Department of Commerce 
likely to testify.
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SPECIAL: HOUSE COMMITTEE VETOES AMENDMENT GIVING OMB NEW CONTROL OVER INDEPENDENT 
AGENCY RULEMAKING
Legislation to give OMB greater control over independent agencies received a setback 
in a recent House Judiciary Committee meeting when Representatives voted 15-12
against the provision in H.R. 746. The legislation, which amends the Administra­
tive Procedures Act, sets standards for most government agencies to follow when 
making regulatory decisions. It requires agencies weigh the costs and benefits of 
regulations when first proposed and when finally issued. Further, it gives the 
OMB power to establish procedures for compliance. Additionally, H.R. 746 provides 
for a "legislative veto" of agency rules. The principal provision, proposed by 
Rep. Thomas Kindness (R-OH), would give OMB authority to ensure compliance by the 
independent agencies with the other provisions in the bill. Rep. Kindness also 
wanted to delete a clause requiring that OMB give public notice and receive public 
comments before issuing regulations about how agencies should issue regulations. 
According to Rep. George E. Danielson (D-CA), author of the legislation, the 
Kindness amendment would give OMB "almost life and death thrust over the independ­
ent agencies." Although the legislation preserves the statutory authority of the 
agencies, Danielson argued that the OMB could essentially control regulations 
by requiring preclearance of regulations. Although the amendment was vetoed in 
Committee, there is the possibility it will come up again on the House floor.
SPECIAL: CPA NOMINATED AS GOVERNOR OF POSTAL SERVICE
John R. McKean, CPA, has been nominated to be Governor of the United States Postal
Service by President Reagan. Mr. McKean is currently president of John R. McKean
Accountants of San Francisco and a member of the AICPA. He will fill the remainder 
of the term expiring 12/8/86.
For additional information, please contact Jim Kovakas, Gina Rosasco, 
Nick Nichols or Kathee Baker at 202/872-8190.
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